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NOTICE OF ADMINISTRATIVE LAW JUDGE’S RULING
TO ALL PARTIES OF INTEREST:

Notice is hereby given by the Administrative Law Judge that in its Initiating Order in
Docket No. 10-0366, the Commission ordered that an audit be conducted by an independent
firm “to compare the cost of each service currently obtained [by lllinois-American Water
Company, or “IAWC”] from the Service Company to the cost of such services if the services
were obtained through competitive bidding or on the open market.” Steps and procedures to
be followed were set forth in the Initiating Order. The Audit was conducted by NorthStar
Consulting Group (“NorthStar”). On January 11, 2012, the “Final Report, Management Audit
of the Fees Assessed to lllinois-American Water Company by Its Affiliated Service Company”
(“Audit Report”) prepared by NorthStar was filed on e-docket in Docket 10-0366.

On May 11, 2012, in the IAWC rate proceeding, Docket No. 11-0767, a “Joint Motion
of ICC Staff and the People of the State of lllinois [‘Movants”] for Entry of Evidence”
(“Motion”) was filed. Movants therein request that the Audit Report be entered into the
evidentiary record of Docket 11-0767.

In support of and as authority for their motion, Movants cite the following language
from Paragraph 7 on page 5 of the Initiating Order:

Process of moving Audit findings/results into evidentiary record in future proceedings,
perm|a°.3|ble bases for party litigation about what may be admitted into evidentiary
record:

a. Parties to anly _subseguent proceeding in which the Audit results are presented may
contest the validity and correctness of Audit findings and their rate case revenue
requirement impacts, but may not object to the Auditor’s report becoming part of the
evidentiary record.

b. Staff and all parties in any subsequent proceeding in which the Audit results are
presented may introduce evidence from their own witnesses in addressing or
contesting the Auditor’s evidence.

In a response filed May 14, 2012, IAWC expressed numerous objections to the
Motion. Movants jointly filed a reply to IAWC's response on May 14, 2012.

In its response, IAWC argues, among other things, that the references in Paragraph 7
to “Audit results” or “Audit findings/results” are intended to mean “Commission results” or
“‘Commission Audit Results” made by the Commission at the conclusion of the proceeding in
Docket 10-0366 -- results that “do not yet exist” -- rather than to results contained in the Audit
Report. That is, “Docket 10-0366 has not concluded,” and there have been no Audit results
or findings within the context of Paragraph 7. (IAWC Response at 3-7).
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IAWC also asserts in part that because there are no “Commission Audit Results” in
Docket 10-0366, “this rate case is not a ‘subsequent’ or ‘future’ proceeding as contemplated
by the Initiating Order in Docket No. 10-0366” and that no such audit results have been or
could be “presented.” (Id.)

The filings by IAWC and Movants have been reviewed, as has the Initiating Order.
The problem with IAWC’s position is that it is not supported by the plain language in the
Commission’s Initiating Order. There the references at issue are to “Audit results” and “Audit
findings™- not to “Commission Audit Results” or to “Commission findings,” “Commission
results” or other wording commonly used in referring to findings or determinations made in a
Commission order. As such, it is reasonable to assume the references to “Audit results” and
“Audit findings” are to those contained in the Audit Report filed in Docket 10-0366, which
does include “Results.”

With regard to whether Docket 11-0767 is a “subsequent” or “future” proceeding as
contemplated by the Initiating Order in Docket No. 10-0366, the Commission also observes
that Docket 10-0366 was initiated on June 2, 2010, while the rate filing in Docket 11-0767
was made on October 27, 2011. When this information is considered along with the
determinations made above, it is reasonable to view Docket 11-0767 as a subsequent
proceeding relative to Docket 10-0366 within the context of the Initiating Order.

Accordingly, by virtue of Paragraph 7(a) of the Initiating Order in Docket 10-0366,
IAWC “may not object to the Auditor's report becoming part of the evidentiary record” in 11-
0767. That being the case, IAWC's objections to the Motion -- other than the threshold ones
addressed above -- may not be relied upon in this ruling to deny the Motion to admit the Audit
Report into the evidentiary record in Docket 11-0767. Therefore, the Motion to admit the
Audit Report into the evidentiary record in Docket 11-0767 is granted pursuant to the Initiating
Order in Docket 10-0366, subject to normal procedural rules in Section 200.670 and other
sections in the Rules of Practice.

_ If it wishes, IAWC will be permitted to provide a response to the Audit report. The form
and timing of it are questions not reached in this ruling.

Sincerely,

Elizabeth A. Rolando

Chief Clerk
EAR:lkb
Administrative Law Judge Jones
cc:  Accounting Water Ms. Freetly - Finance
Mr. Kahle Mr. Johnson Mr. Sackett — Energy

Mr. Ostrander Mr. Atwood
Ms. Hathhorn
Ms. Selvaggio



Service List 11-0767

Kenneth C. Jones, Corporate Counsel
lllinois-American Water Company

300 N. Water Works Dr.

Belleville, IL 62223 *
mailto:kenneth.jones@amwater.com

John J. Reichart

lllinois-American Water Company
727 Craig Rd.

St. Louis, MO 63141 *
mailto:john.reichart@amwater.com

Albert D. Sturtevant, Anne M. Zehr
Rebecca L. Segal & Kathleen E. Ratcliffe
Attys. for lllinois-American Water Company

Whitt Sturtevant LLP

180 N. LaSalle St., Ste. 1822

Chicago, IL 60601 *
mailto:sturtevant@whitt-sturtevant.com
mailto:zehr@whitt-sturtevant.com
mailto:segal@whitt-sturtevant.com
mailto:ratcliffe @whitt-sturtevant.com

Mark A. Whitt

Atty. for lllinois-American Water Company
Whitt Sturtevant LLP

PNC Plaza, 20th FI.

155 E. Broad St.

Columbus, OH 43215 *
mailto:whitt@whitt-sturtevant.com

Eric Robertson, Ryan Robertson
& Andrew Rankin

Atty. for IWC

Lueders, Robertson, Konzen

1939 Delmar Ave., P.O. Box 735

Granite City, IL 62040 *

mailto:erobertson@Irklaw.com

mailto:ryrobertson@Irklaw.com

mailto:drankin@Irklaw.com

Susan L. Satter, Janice A. Dale
Cathy Yu, Erica Randall
& Timothy S. O’Brien
lllinois Attorney General's Office
11th Floor
100 W. Randolph
Chicago, IL 60601 *
mailto:ssatter@atg.state.il.us
mailto:jdale@atg.state.il.us
mailto:cyu@atg.state.il.us
mailto:aerandall@atg.state.il.us
mailto:tsobrien@atg.state.il.us

* Active Parties

Richard C. Balough & Cheryl Dancey Balough

Attys. for Cities of Champaign & Urbana

Villages of Savoy, St. Joseph Sidney & Philo

Balough Law Offices, LLC

1 N. LaSalle St., Ste. 1910
Chicago, IL 60602 *
mailto:rbalough@balough.com
mailto:cbalough@balough.com

Joseph E. Hooker

Assistant City Attorney

City of Champaign

102 North Neil Street

Champaign, IL 61820 *
mailto:joseph.hooker@ci.champaign.il.us

Dennis Schmidt, Director

Public Works

City of Champaign

702 Edgebrook Dr.

Champaign, IL 61820 *
mailto:schmiddj@ci.champaign.il.us

Ralph Smith & Dawn Bisdorf
Larkin & Associates, PLLC
15728 Farmington Rd.

Livonia, M| 48154
mailto:rsmithla@aol.com
mailto:dawn.bisdorf@gmail.com

Michael Roomberg

Vice President - Equity Research
Ladenburg Thalmann & Co., Inc.
520 Madison Ave., 9th FI.

New York, NY 10022
mailto:mroomberg@ladenburg.com

Karen S. White & Samuel T. Miller
Attys. for Federal Executive Agencies
USAF Utility Law Field Support Center
139 Barnes Dr.

Tyndall AFB, FL 32403 *
mailto:karen.white @tyndall.af.mil
mailto:samuel.miller@tyndall.af.mil

Jeffrey A. Mollet

Atty. for Bond-Madison Water Company
Silver Lake Group, Ltd.

PO Box 188

560 Suppiger Rd.

Highland, IL 62249 *
mailto:jeff@silverlakelaw.com



Service List 11-0767

George A. Marchetti

& Jeffrey M. Alperin
Attys. for Village of Bolingbrook
Tressler LLP
305 W. Briarcliff Rd.
Bolingbrook, IL 60440 *
mailto:gmarchetti@tresslerllp.com
mailto:jalperin@tresslerllip.com

Thomas Q. Smith, Case Manager
lllinois Commerce Commission
527 E. Capitol Ave.

Springfield, IL 62701 *
mailto:tsmith@icc.illinois.gov

Michael J. Lannon & Nicole T. Luckey

Office of General Counsel
lllinois Commerce Commission
160 N. LaSalle, Suite C-800
Chicago, IL 60601 *
mailto:mlannon@icc.illinois.gov
mailto:nluckey@icc.illinois.gov

James V. Olivero

Office of General Counsel
Illinois Commerce Commission
527 E. Capitol Ave.
Springfield, IL 62701 *
mailto:jolivero@icc.illinois.gov

Larry Jones

Administrative Law Judge
lllinois Commerce Commission
527 E. Capitol Ave.
Springfield, IL 62701 *
mailto:ljones@icc.illinois.gov

* Active Parties



